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OATH OR AFFIRMATION

I James Goodwin , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

—Hand Securities, Inc. , a8
of December 31 ,2006 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

None

AN

Q\J@m

Siénature

Chief Financial Officer

Al s M

Notary Public ’H\“\ Notary Putic, St of Toon
ity Commistion Exwes
&/ OCTOBER 27, 207

This report ** contains (check all applicable box

&l (a) Facing Page.

(b} Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition,

(¢) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. :

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Controf Requirements Under Rule 15¢3-3.

()} A Reconciliatior, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computatior for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k} A Reconciliation between the audited and unaudited Statements of Financia! Condition with respect to methods of
consolidation.

(1) An Oath or Affimation.

(m) A copy of the SIPC Supplemental Report.

(n} Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

HO08E 080 & R

Qoos a

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(2)(3).




Hand Securities, Inc.
December 31, 2006
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Hand Securities, Inc.
Statement of Financial Condition
December 31, 2006

Assets

Cash and cash equivalents
Commissions and fees receivable
Deposit with clearing organization
Other assets

Total assets

Liabilities and Stockholder’s Equity

Liabilities
Accounts payable
Accrued commuissions payable
Current income taxes payable 1o parent

Total liabilities
Stockholder’s Equity
Common stock, $1.00 par value; authorized 50,000 shares;
1ssued and outstanding 1,000 shares
Additional paid-in capital
Retained eamnings

* Total stockholder’s equity

Total liabilities and stockholder’s equity

See Notes to Financial Statements

$ 306,637
228,874
53,510

13418

§___ 602,439

$ 430
29,175

80,695

110,300

1,000
141,000

350,139

492.139

$ 602,439




Hand Securities, Inc.
Statement of Income
Year Ended December 31, 2006

Revenues
Commission and fees $ 1,458,396
Interest 2,119
Total revenues 1,460.515

Expenses
Administrative fees 811,361
Management fees 90,000
Operating 288,543
Total expenses 1.189,904
Net Income Before Taxes 270,611
Income Taxes 89,304
Net Income $ . 181,307

See Notes to Financial Statements




Hand Securities, Inc.
Statement of Stockholder’s Equity
Year Ended December 31, 2006

Additional Total
Common Stock 1’aid-in Retained Stockholder’'s
Shares Amount Capital Earnings Equity

Balance, January 1, 2006 1,000 §$ 1,000 § 141,000 $ 272412 $ 414,412
Net income — — — 181,307 181,307

Distributions — — — (103.580) (103,580)

Balance, December 31, 2006 1,000 § 1,000 $__141,000 $__ 350,139 $____492.139

See Notes to Financial Statements




Hand Securities, Inc.
Statement of Cash Flows
Year Ended December 31, 2006

Operating Activities

Net income $ 181,307

Changes in:
Deposit with clearing organization (2,119
Commissions receivable ‘ (55,238)
Receivable from affiliates 78,403
Receivable/payable from parent (398)
Other assets 458
Accounts payable (457)
Accrued commissions payable 22,668

Current income taxes payable to parent

8410

Net cash provided by operating activities 233,034

Financing Activities

Distributions paid (103.580)

Increase in Cash and Cash Equivalents 129,454

Cash and Cash Equivalents, Beginning of Year

— 177,183

$___ 306637

Cash and Cash Equivalents, End of Year

See Notes to Financial Statements




Hand Securities, Inc.
Notes to Financial Statements
December 31, 20006

Note 1:  Nature of Operations and Summary of Significant Accounting Policies
‘ Nature of Operations

Hand Securities, Inc. (the Company), formerly American [ndustries Retirement Securities
Corporation, was incorporated in Texas on February 2, 1698, and began operations in 1999.

The Company acts as an agent in connection with the purchase and sale of equity and debt
securities and with the purchase and sale of shares in mutual funds with customer accounts cleared
on a fully disclosed basis. The Company is a wholly owned subsidiary of Hand Benefits & Trust,
Inc. (the Parent).

The Company operates pursuant to the (k)(2)(ii) exemptive provision of the Securities and
Exchange Commission’s (SEC) Rule 15¢3-3 and does no: hold customer funds or securities, but, as
an introducing broker or dealer, will clear all transactions with and for customers on a fully
disclosed basis through a clearing broker. The Company is a member of the National Association
of Securities Dealers, Inc., and is registered as a securities dealer with the SEC and various states.

Securitias Transactions

Securities transactions and related sales commission revenues are recorded on a trade-date basis.
Mutual fund revenues consist of sales commissions, 12b-1 fees and sub-transfer agent fees. The
12b-1 fees and sub-transfer agent fees are accrued as earr ed.

income Taxes

The Company is included in the consolidated federal income tax return filed by its Parent. Federal
income taxes are calculated as if the Company filed on a separate return basis, using the effective
tax rate of the Parent, and the amount of current tax expease or benefit calculated is either remitted
to or received from the Parent. The amount of current and deferred taxes payable or refundable is
recognized as of the date of the financial statements, utilizing currently enacted tax laws and rates.
Deferred tax expenses or benefits are recognized in the financial statements for the changes in
deferred tax liabilities or assets between years. During the year ended December 31, 2006, the
difference between the statutory federal tax rate and the {Company’s effective tax rate is primarily
due to effective graduated tax rates.

Cash and Cash Equivalents

The Company considers all liquid financial instruments with original maturities of less than
90 days and not pledged or otherwise restricted as cash and cash equivalents.




Hand Securities, Inc.
Notes to Financial State ments
December 31, 2005

Use of Estimates

The preparation of financial statements in conformity wita accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Note 2: Net Capital Requirements

The Company is subject to the net capital rules adopted and administered by the SEC. The rules
prohibit a member from engaging in securities transactions if the ratio of its aggregate
indebtedness, as defined, to net capital, as defined, exceeds 15 to 1. At December 31, 2006, the
Company'’s ratio of aggregate indebtedness to regulatory net capital was 0.451 to 1, and its
regulatory net capital of $244,777 was greater than the minimum net capital required of $50,000.

Deposits with the clearing organization are considered allowable assets in the computation of net
capital pursuant to an agreement between the Company and the clearing organization that requires,
among other things, for the clearing organization to perform a computation of deposits similar to
the customer reserve computation set forth in Rule 15¢3-3.

Note 3: Clearing Organization

The Company has an agreement with a clearing organization whereby the clearing organization
performs clearing functions for all security transactions with brokers and dealers. The clearing
organization required that a security deposit balance of approximately $50,000 as of December 31,
2006, be maintained by the Company. The deposit with the clearing organization bears interest at a
rate determined by the clearing organization and is due cn demand.

Note 4: Commitments and Contingencies

Market Risks and Credit Risks

In the normal course of business, the Company’s activities involve the execution, settlement and
financing of securities transactions through a clearing broker. These activities may expose the
Company to off-balance sheet credit and market risks in the event the customer or counterparty is
unable to fulfill its contractual obligations. Such risks may be increased by volatile markets.



Hand Securities, Inc.
Notes to Financial Statements
December 31, 2005

The clearing broker, through which accounts are introducz:d, and the Company seek to control the
risks associated with customer activities by requiring customers to maintain margin collateral in
compliance with various regulatory and interna! guidelines and by monitoring for prompt customer
payments in accordance with various regulatory guidelmes. The Company is contingently liable
for any customer account deficits with the clearing broke) which are not otherwise satisfied. The
clearing broker and the Company monitor required margin levels daily and, pursuant to such
guidelines, require customers to deposit additional collate¢ral or to reduce positions where
necessary. The Company has not experienced any losses to date related to these risks, and no
future losses are anticipated.

Note 5: Related-party Transactions

Hand Benefits and Trust Company (Hand Benefits) and 11and and Associates, Inc., wholly owned
subsidiaries of the Parent, perform administrative and munagement functions, respectively, relative
to the Company, for which the Company pays a monthly fee. During 2006, administrative fees
paid to Hand Benefits were $811,361 and management f:es paid to Hand and Associates, Inc.,
were $90,000.

Substantially all of the Company’s revenue comes from commissions and fees eamed on mutual
fund investments of 401(k) plan accounts or trust accour ts held in trust by Hand Benefits.

Note 6: Rule 15¢3-3

The Company is exempt from Rule 15¢3-3 under subsec tion (k)(2)(ii). Under this exemption, the
Computation for Determination of Reserve Requiremenis and Information Relating to the
Possession of Control Requirements are not required.
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Hand Securities, Inc.

Computation of Net Capital, Aggregate Indebtedness and
Ratio of Aggregate Indebtedness to Net Capital Under Rule 15¢3-1

of the Securities and Exchang: Commission
December 31, 2006

Net capital
Total stockholder’s equity b 492,139
Less:
Nonallowable assets 242,292
Other deductions, fidelity bond excess deductible 4,000
Haircuts on securities 1.070
Net capital $__244,777
Aggregate indebtedness $ 110,300
Net capital requirement (the greater of $50,000 or 6-2/3% of
aggregate indebtedness) 50,000
Net capital requirement in excess of net capital 194,777
Ratio of aggregate indebtedness to net capital 0451101
Nonallowable assets:
Accounts receivable allowable aged over 30 days h) 228,874
Receivable from affiliates —
Other assets 13.418
$___ 242,292
Note: This computation differs from the amended computaticn of net capital and aggregate

indebtedness under Rule 15¢3-1 as of December 31, 206, filed on January 25, 2007, by the
Company with the National Association of Securities Dealers, Inc., on Part II on Form X-17A-5,

as follows:
Ratio of
Aggregate
Net Aggregate Indebtedness
Capital .  Indebtedness to Net Capital
As reported on Part IT on Form X-17A-5 $ 261,73¢ $ 93345 0.357t0 1
Additional revenue accrual (31,000) —_
Adjust 2006 tax accrual 12,661 12,661
Other adjustments to accruals 1,382 4,294
As presented above $_24477) $_110,300 0451to 1

g\




